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1. GATT ARTICLE XV:2 REQUIRES GATT CONTRACTING PARTIES TO 
ACCEPT IMF FINDINGS AND DETERMINATIONS IN BALANCE OF PAY- 
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MENTS SITUATIONS. ACCORDINGLY, USG SUPPORTS FINDINGS OF 
IMF AND GATT BALANCE OF PAYMENTS (BOP) COMMITTEE THAT 
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SPANISH QUANTITATIVE IMPORT RESTRICTIONS ARE NO LONGER 
JUSTIFIED. FURTHERMORE: 

(A) ANY USG ACQUIESCENCE IN SPANISH ATTACK MADE AT 
JULY 30 GATT COUNCIL MEETING ON TECHNICAL CALIBER AND 
REASONABLENESS OF IMF AND BOP COMMITTEE FINDINGS WOULD 
ADVERSELY AFFECT FUTURE BOP CONSULTATIONS WITH OTHER COUN- 
TRIES AS WELL AS DETRACT FROM FUNCTION OF GATT AS 
MECHANISM FOR ORDERLY SETTLEMENT OF INTERNATIONAL TRADE 
PROBLEMS; 

(B) IF SPANISH TRADE DEFICIT CONTINUES TO GROW, EVEN 
WITHOUT ANY CHANGE IN OVERALL BOP POSITION, GOS MAY BE 
TEMPTED TO ADMINISTER QUANTITATIVE RESTRICTIONS IN MORE 


PROTECTIONIST FASHION THAN IN PAST; 

(C) STRUCTURE OF SPANISH BOP (TRADE DEFICIT COUNTER- 
BALANCED BY WORKERS REMITTANCES AND TOURISM) IS NOT 
"FAULTY." IN SPAIN'S CASE REMITTANCES AND EARNINGS FROM 
TOURISM HAVE NOT BEEN "TRANSITORY" BUT, IF ANYTHING, MORE 
STABLE THAN TRADE BALANCE; 

(D) SPAIN CANNOT LEGITIMATELY LOOK UPON QUANTITATIVE 
RESTRICTIONS INCONSISTENT WITH ITS GATT OBLIGATIONS AS PART 
OF ITS NEGOTIATING POSITION FOR MTN; 

(E) LESSENING OF SPAIN'S BOP SURPLUS ON CURRENT ACCOUNT 
IN RECENT MONTHS DOES NOT JUSTIFY RETENTION OF QUANTITA- 
TIVE RESTRICTIONS. A COUNTRY WHICH IS IN OVERALL BOP 
SURPLUS - AND SPANISH DEFICIT CANNOT BE PREDICTED IN 
FORESEEABLE FUTURE - CANNOT JUSTIFY TRADE RESTRICTIONS 
UNDER GATT ARTICLE XII; 

(F) WE SEE NO LEGITIMATE CONNECTION BETWEEN SPANISH 
COMPLIANCE WITH IMF RECOMMENDATIONS AND SPANISH NEGOTIA- 
TIONS WITH EC; 

(G) ACCORDING TO IMF PUBLICATION, INTERNATIONAL FINAN- 
CIAL STATISTICS, WHICH CONSIDERS OVERALL BOP FIGURES AND 
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NOT JUST CURRENT ACCOUNT, SPAIN S RESERVES AS PERCENTAGE 
OF IMF QUOTAS ARE SIXTH HIGHEST AMONG ALL NATIONS. RE- 
SERVES HAVE INCREASED BY DOLS. 4.8 BILLION SINCE END OF 
1970, RISE OF 367 PERCENT. SINCE MARCH 1973 ABSOLUTE 
INCREASE IN SPAIN S RESERVES HAVE BEEN, WITH POSSIBLE EX- 
CEPTION OF BRAZIL, LARGEST IN THE WORLD. 

(H) USG POSITION ON SPANISH IMPORT RESTRICTIONS IS 
PART OF COMPREHENSIVE EFFORT BY ADMINISTRATION SINCE 
SMITHSONIAN AGREEMENT TO OBTAIN REMOVAL OF FOREIGN NON- 
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TARIFF BARRIERS WHICH HAVE DISTORTED TRADE PATTERNS AND 
RESTRICTED US EXPORTS. 

2. US OBJECTIVE IN GATT COUNCIL MEETING IS TO SEEK SPANISH 
COMMITMENT TO SET TIMETABLE FOR LIBERALIZATION OF RES- 
TRICTIONS. IN PREPARATION FOR COUNCIL, MISSION, DRAWING 
ON PARA 1, SHOULD CONTINUE DISCUSSIONS WITH UK, CANADA, 
SWITZERLAND, AND JAPAN, WHO ALSO SUPPORT IMF AND COMMITTEE 
FINDINGS. HOPEFULLY, IT WILL BE POSSIBLE FOR MISSION TO 

TAKE FIRM POSITION ON SUBSTANCE WITHOUT HAVING US "APPEAR 
AS SOURCE OF PRESSURE." US POSTURE IS NOT ONE OF 
"ATTACKING" SPAIN, BUT RATHER OF SUPPORTING FINDINGS OF 
IMF AND BOP COMMITTEE. ACCORDINGLY, MISSION SHOULD ATT- 
EMPT NOT TO "PLAY LEADING ROLE," BUT SHOULD CONTINUE TO 
MAXIMUM EXTENT POSSIBLE TO ACT IN CONCERT WITH OTHER LIKE- 

MINDED COUNTRIES. 

3. IN DETERMINING MANNER AND TONE OF DISCUSSIONS MISSION 
SHOULD KEEP IN MIND FOLLOWING CONSIDERATIONS: 

(A) US TRADE POSITION IN SPAIN IS GOOD AND IMPROVING; 

(B) OVERALL EFFECT OF SPANISH QUANTITATIVE RESTRICTIONS 
ON US EXPORTS IS CURRENTLY MARGINAL; 

(C) US DID URGE SPAIN NOT TO DEVALUE PESETA LAST FEB- 
RUARY (ALTHOUGH SPAIN'S DECISION NOT TO DEVALUE WAS IN 
THEIR OWN SELF-INTEREST); 

ID) SPAIN SHOWED UNDERSTANDING AND RESTRAINT WHEN REC- 
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ENT US EXPORT CONTROLS IMPOSED; 

(E) WE NOTE SPANISH POSITION IS INCONSISTENT WITH AG- 
REED C-20 PRINCIPLE THAT COUNTRIES SHOULD AVOID PROTRAC- 
TED PAYMENTS SURPLUSES AS WELL AS DEFICITS. 

4. IN REPLYING TO SPANISH ARGUMENTS (MADRID 5229 AND 
5737), EMBASSY SHOULD DRAW ON POINTS IN PARA 1 ABOVE. IN 
ADDITION, EMBASSY SHOULD NOTE THAT POSSIBLE SPANISH TARIFF 
REDUCTIONS ARE NOT REPEAT NOT AT ISSUE. SPANISH TARIFFS, 
ALTHOUGH GENERALLY HIGH, ARE NOT IN VIOLATION OF GATT 
AND ARE A PROPER SUBJECT OF NEGOTIATION IN MULTILATERAL 
TRADE NEGOTIATIONS (MTN). SPANISH QUANTITATIVE RESTRIC- 
TIONS, HOWEVER, WERE JUSTIFIABLE IN PAST ONLY ON BASIS 

OF SPANISH BOP DIFFICULTIES. FOR SEVERAL YEARS SPAIN HAS 
EXPERIENCED NO SUCH DIFFICULTIES. THUS SPAIN SHOULD 
REMOVE THESE RESTRICTIONS AS A MATTER OF GATT OBLIGATION 
AS MANY OTHER COUNTRIES HAVE DONE AND IS NOT ENTITLED TO 
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SEEK A QUID PRO QUO FOR THEIR REMOVAL DURING MTN. 

5. ANY ADDITIONAL INSTRUCTION FOR COUNCIL MEETING WILL 
TAKE ACCOUNT OF DEVELOPMENTS REPORTED BY MISSION AND 
EMBASSY. KISSINGER 
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